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Central Intelligence Agency i

OLL85-3617/1
2 & NOV 1985

Mr. James C. Miller, III
Director

Office of Management and Budget
Washington, D.C. 20503

Cear Mr. Miller:

Trhis ic in response to your request for the views of the
Lirector of Central Intelligence on enrolled bill H.R. 2419, the
Intelligence Authorization Act for Fiscal Year 1986. I recommend
Frecsidential approval of this legislation.

Tne provisions of this legislation which authorize
aprropriations for funds for the conduct of intelligence and
intelligence-related activities represent the joint efforts of
the House and Senate Intelligence and Armed Services Committees,
and the departments and agencies of the Intelligence Community
to assure proper funding for such activities. The authorizations
of appropriations of funds for fiscal year 1986 contained in the

bill are generally in accordance with the proposals provided to
Congress in the President's progranm.

In addition to authorizing appropriations, the bill
provides new authorities for the Central Intelligence Agency
(CIA), the Pepartment of Defense (DCD) and the Office of
Percsonnel Management (OPM). Wwith respect to CIA, the bill
provides authority for the expeditious naturalization of certain
inéividuals who have made significant contributions to the
national intelligence mission or to the national security. The
Conferees added two important conditions to the original
Administration proposal in this regard. First, the provision
now reguirec a one-year "waiting" period of residence in the
United States before an individual can become eligible for such
expedited naturalization. Second, four categories of individuals

(i.e., persecutors and criminals) are specifically precluded
from receiving thies benefit.

In addition, the bill provides an extra retirement credit in
of & post differential to CIA employees participating in
Central Intelligence Agency Retirement Disability System
ERDS) who serve overcseas in posts determined to be
unhealthful”. The bill also provides CIA, DOD, and OPM with
‘croved access to state and local criminal history record
formation regarding individuals who are being investigated for
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access to classified information or assignment to sensitive
national security duties. This provision includes an
indemnification section which requires the Federal Government to
indemnify the states for any clairm rising from the disclosure or
use of this criminal record information by the DOD, CIA or OPM,
A three-year "sunset" provicsion was attached to this
indemnification section which will permit Congress to review

it at the end of this period, or before, and decide whether to
retain, expand, or delete it from the legislation. This
proposal also contains several requirements for the Executive
branch to report to the Congress over the course of the next few
years on the impact of this legislation on the Federal
Government.

In addition to the above authority, the bill also authorizes
DCD to "recycle" funds obtained frorm its counterintelligence
operations to meet the necessary expenses of such operations.
This authority is provided, however, only during fiscal year
1986. The bill also authorizes the expenditure of no more than
$75 million for the design and construction of a research and
engineering facility at National Security Agency headquarters,
with no more than $25 million beinc authorized for expenditure
during fiscal year 1986. Funding also is provided in the amount
of $50 million for FBI counterterrorism activities.

Also included in the bill are several provisions not
originally submitted by the Administration which the Agency does
not fully endorse but which, in our view, should not prevent
Presidential approval of the bill. Section 401 permanently
codifies in the National Security Act of 1947, a provision
restricting the ways in which intelligence funds can be
transferred or reprogrammed. A similar provision has been
included as part of past authorization acts. This year the
Conferees decided to enact this provision with minor
modifications into permanent law. While the Agency would have
preferred this provision remain a part of the annual
authorization act process where it more easily could be amended
and refined to meet changing circumstances, the provision as
enacted should not alter Agency transfer or reprogramming
practice and thus is not obiectionable.

The bill also contains a provision reguiring prior
notification of the Intelligence Committees of any transfer by
an intelligence agency of a defense article or service worth
more than $1 million. This provision originally haé been
included in the House Permanent Select Committee on
Intelligence's version of H.F. 2419 as & permanent part of the
National Security Act of 1947. The Conferees' decision not to
enact this section into permanent law, but only to include it on
a one-year trial basis in this year's authorization act,
provides the Executive branch and Oversight Committees with an
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opportunity to work toward an agreement on more comprehensive
and less formal covert action reporting procedures, thus
hopefully eliminating the need for this statutory provision in
one year's time. Given the limited duration of this provision
and the hope expresced in the Conference Report that procedures
can be agreed to during thics time, the Agency does not object to
this provision.

The bill also requires that the President provide the
Intelligence Committees with a report within 120 days of
enactment of the bill on the vulnerabilities of confidential
U.S5. Government activities abroad. The Conference Report on
this section indicates that the President is to submit an
interim report within 60 days on this same subject, which
submission will coircide with the issuance of a related report
by the Senate Select Committee on Intelligence to the Senate.
While the Agency believes that the timeframe for preparing this
report is unduly short, it is prepared to comply with this
request anéd does not believe that its concern with the time

provided to prepare the report should prevent Presidential
approval of the bill.

Finally, the bill authorizes certain intelligence agency
activities in Nicaragua. While the amended version of section
105 agreed to by the Conferees is more limited in the support
that it authorizes to be provided to the Nicaragua democratic
recistance than the Administration would have desired, this
provision does enjoy clear bipartisan support and meets the
immediate intelligence minimum requirements, albeit, in a
cumbersome fashion. For this reason, the Agency does not object
to this provision of the bill.

Despite my reservations concerning certain of the provisions
in the bill, I believe on the whole that this legislation
represents a positive step toward fulfilling our commitment to
enhancing our nation's intelligence capabilities. I thus
recommend approval of this legislation and have enclosed a short
signing statement for the President's use.

Sincerely,

. if,/é/ég,
<::;,//’ ‘ohn N. McMahon

i

Acting Director of Central Intelligence

Enclosure
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INTELLIGENCE AUTHORIZATION ACT FOR FY-1986

I am pleased to sign into law H.R. 2419, the Intelligence
Authorization Act for 1986. This act constitutes another
positive step in our continuing efforts to revitalize our
nration's intelligence capabilities. It is essential that we
suthorize sufficient appropriations and provide adeguate
authorities to enable our intelligence agencies to effectively
undertake their vital mission. With this act, Congress has
provided the basis for ensuring that the intelligence community
is equipped to deal with the increasingly complex and diverse

challenges facing it.

I am disappointed with one provision of the bill and the
undue restrictions that it places on this government's ability
to effectively deal with the situation in Nicaragua and further
irportant United States policy objectives in this area. This
provision unnecessarily limits our ability to support the
democratic forces in Nicaragua and impairs our efforts to
facilitate reconciliation of the Nicaraguan people. Despite my
disappointment with this provision, I believe, on the whole,
that this legislation represents a positive step toward

fulfilling our comritment to strengthen our intelligence

capabilities.
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PUBLIC LAW 99-169—DEC. 4, 1985

INTELLIGENCE AUTHORIZATION ACT
FOR FISCAL YEAR 1986
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99 STAT. 1002 .. . ‘PUBLIC LAW 99-169—DEC. 4, 1985

Public Law 99-169
99th Congress

An Act

To authorize appropriations for fiscal year 1986 for intelligence and intelligence-

Dec. 4, 1985 related activities of the United States Government, the Intelligence Community

[H.R. 2419 Staff, and the Central Intelligence Agency Retirement and Disability System, and

for other purposes. T

Be it enacted by the Senate and House of Representatives of the

Intelligence United States of America in Congress assembled, That this Act may

ﬁé‘:‘;g:l;‘?;gfl’ be cited as the “Intelligence Authorization Act for Fiscal Year
”
Year 1986. 1986".

TITLE I—-INTELLIGENCE ACTIVITIES

AUTHORIZATION OF APPROPRIATIONS

Skc. 101. Funds are hereby authorized to be appropriated for fiscal
year 1986 for the conduct of the intelligence and intelligence-related
activities of the following elements of the United States Govern-
ment: . . .

" (1) The Central Intelligence Agency. . L
(2) The Department of Defense. - - .-
(3) The Defense Intelligence Agency. -
(4) The National Security Agency.
(5) The Department of the Army, the Department of the
Navy, and the Department of the Air Force.
- (6) The Department of State.
(7) The Department of the Treasury.
(8) The Department of Energy.
(9) The Federal Bureau of Investigation.
(10) The Drug Enforcement Administration.

CLASSIFIED SCHEDULE OF AUTHORIZATIONS

Sec. 102. The amounts authorized to be appropriated under sec-
tion 101, and the authorized personnel ceilings as of September 30,
1986, for the conduct of the intelligence and intelligence-related
activities of the elements listed in such section, are those specified in
the classified Schedule of Authorizations prepared by the Commit-
tee of Conference to accompany H.R. 2419 of the Ninety-ninth

Supra. Congress. That Schedule of Authorizations shall be made available
to the Committees on Appropriations of the Senate and House of
Representatives and to the President. The President shall provide
for suitable distribution of the Schedule, or of appropriate portions
of the Schedule, within the executive branch. ‘

‘

— AUTHORIZATION OF APPROPRIATIONS FOR COUNTERTERRORISM
ACTIVITIES OF THE FEDERAL BUREAU OF INVESTIGATION

Skc. 103. (a) There is authorized to be appropriated for fiscal year
1986 the sum of $50,600,000 for the conduct of the activities of the
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PUBLIC LAW 99-169—DEC. 4, 1985 99 STAT. 1003

Federal Bureau of Investigation to counter domestic and inter-
national terrorism.

(b) Of the sums authorized to be appropriated by subsection (a),
$500,000 is authorized to be made available by the Attorney General
for making payments in advance for expenses arising out of contrac-
tual and reimbursable agreements with State and local law enforce-
ment agencies while engaged in cooperative activities to counter
domestic and international terrorism.

PERSONNEL CEILING ADJUSTMENTS

Sec. 104. The Director of Central Intelligence may authorize
employment of civilian personnel in excess of the number au-
thorized for fiscal year 1986 under sections 102 and 202 of this Act
when he determines that such action is necessary to the perform-
ance of important intelligence functions, exce&t) that such number
may not, for any element of the Intelligence Community, exceed 2
per centum of the number of civilian personnel authorized under
such sections for such element. The Director of Central Intelligence
shall promptly notify the Permanent Select Committee on Intel-
ligence of the House of Representatives and the Select Committee on
Intelligence of the Senate whenever he exercises the authority
granted by this section.

RESTRICTION ON SUPPORT FOR MILITARY OR PARAMILITARY OPERATIONS
IN NICARAGUA

Sec. 105. (a) Funds available to the Central Intelligence Agency,
the Department of Defense, or any other agency or entity of the
United States involved in intelligence activities may be obligated
and expended during fiscal year 1986 to provide funds, materiel, or
other assistance to the Nicaraguan democratic resistance to support
military or paramilitary operations in Nicaragua only as authorized
in section 101 and as specified in the classified Schedule of
Authorizations referred to in section 102, or pursuant to section 502
of the National Security Act of 1947, or to section 106 of the Post, p. 1005.
Supplemental Appropriations Act, 1985 (Public Law 99-88). Ante, p. 328.
(b) Nothing in this section precludes—
(1) administration, by the Nicaraguan Humanitarian Assist-
ance Office establisheg' by Executive order 12530, of the pro- 50 FR 36031.
gram of humanitarian assistance to the Nicaraguan democratic
igzigtance provided for in the Supplemental Appropriations Act,
, or
(2) activities of the Department of State to solicit such
humanitarian assistance for the Nicaraguan democratic resist-
ance.

AUTHORIZATION OF APPROPRIATIONS FOR DESIGN AND CONSTRUCTION
OF A RESEARCH AND ENGINEERING FACILITY AT THE NATIONAL SECU-
RITY AGENCY HEADQUARTERS COMPOUND

SEc. 106. The National Security Agency is authorized to secure the
design and construction of a research and enfineering facility at its
headquarters compound at Ft. Meade, Maryland. A single continu-
ous contract may be employed to facilitate completion of the build-
ing authorized by this section, and the Secretary of Defense is
authorized to contract for design and construction in advance of
appropriations therefor, but the cost of such facility may not exceed
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99 STAT. 1004 PUBLIC LAW 99-169—-~DEC. 4, 1985

$75,064,000. Of the amounts authorized to be appropriated under
section 101(4) of this Act, there is authorized to be appropriated for
fiscal year 1986 the sum of $21,364,000 for design and construction of
the facility authorized by this section during fiscal year 1986. ,

TITLE I—INTELLIGENCE COMMUNITY STAFF _ -
AUTHORIZATION OF APPROPRIATIONS )

Sec. 201. There is authorized to be appropriated for the Intel-
ligence Community Staff for fiscal year 1986 the sum of $22,083,000.

AUTHORIZATION OF PERSONNEL END-STRENGTH

Sec. 202. (a) The Intelligence Community Staff is authorized two-
hundred and thirty-three full-time personnel as of September 30,
1986. Such personnel of the Intelligence Community Staff may be
permanent employees of the Intelligence Community Staff or
personnel detailed from other elements of the United States Govern-
ment. ' .

(b) During fiscal year 1986, personnel of the Intelligence Commu-
nity Staff shall be selected so as to grovide appropriate representa-
tion from elements of the United States Government engaged in
intelligence and intelligence-related activities.

(c) During fiscal year 1986, any officer or employee of the: United
States or a member of the Armed Forces who is detailed to the
Intelligence Community Staff from another element of the United
States Government shall be detailed on a reimbursable basis, except
that any such officer, employee, or member may be detailed on a
nonreimbursable basis for a period of less than one year for the
performance of temporary functions as required by the Director of
Central Intelligence. -

~

INTELLIGENCE COMMUNITY STAFF ADMINISTERED IN SAME MANNER AS
CENTRAL INTELLIGENCE AGENCY :

SEc. 203. During fiscal year 1986, activities and personnel of the
Intelligence Community gtaff shall be sulg'ect to the provisions of
the National Security Act of 1947 (50 U.S.C. 401 et seq.) and the
Central Intelligence Agency Act of 1949 (50 U.S.C. 403a et seq.) in
the same manner as activities and personnel of the Central Intel-
ligence Agency. . .

TITLE III—CENTRAL INTELLIGENCE AGENCY RETIREME
AND DISABILITY SYSTEM .

AUTHORIZATION OF APPROPRIATIONS

SEC. 301. There is authorized to be appropriated for the Central
Intelligence Agency Retirement and Disability Fund for fiscal year
1986 the sum of $101,400,000.

TITLE IV—PROVISIONS RELATING TO INTELLIGENCE
: AGENCIES '

Skc. 401. (a) Title V of the National Security Act of 1947 (50 U.S.C.
413), relating to accountability for intelligence activities, is amended
by adding at the end thereof the following: )
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PUBLIC LAW 99-169—DEC. 4, 1985 99 STAT. 1005

“FUNDING OF INTELLIGENCE ACTIVITIES

“Sec. 502. (a) Appropriated funds available to an intelligence 50 USC 414.
agency may be obligated or expended for an intelligence or intel-
ligence-related activity only if—

“(1) those funds were specifically authorized by the Congress
for use for such activities; or
“(2) in the case of funds from the Reserve for Contingencies of
the Central Intelligence Agency and consistent with the provi-
sions of section 501 of this Act concerning any significant 50 USC 413.
anticipated intelligence activity, the Director of Central Intel-
ligence has notified the appropriate congressional committees of
the intent to make such funds available for such activity; or
“(@) in the case of funds specifically authorized by the Con-
gress for a different activity—
‘A) the activity to be funded is a higher priority intel-
ligence or intelligence-related activity;
“(B) the need for funds for such activity is based on
unforseen requirements; and
“(C) the Director of Central Intelligence, the Secretary of
Defense, or the Attorney General, as appropriate, has noti-
fied the appropriate congressional committees of the intent
to make such funds available for such activity;
“(4) nothing in this subsection prohibits obligation or
expenditure of funds available to an intelligence agency in
accordance with sections 1535 and 1536 of title 31, United States

e.
“(b) Funds available to an intelligence agency may not be made
available for any intelligence or intelligence-related activity for
which funds were denied by the Congress.
“{c) As used in this section—

“(1) the term ‘intelligence agency’ means any department,
agency, or other entity of the United States involved in intel-
ligence or intelligence-related activities;

“(2) the term ‘appropriate congressional committees’ means
the Permanent Select Committee on Intelligence and the
Committee on Appropriations of the House of Representatives
and the Select Committee on Intelligence and the Committee on
Appropriations of the Senate; and
th“i3) the term ‘specifically authorized by the Congress’ means

a —

“(A) the activity and the amount of funds proposed to be
used for that activity were identified in a formal budget
request to the Congress, but funds shall be deemed to be
specifically authorized for that activity only to the extent
that the Congress both authorized the funds to be appro-
priated for that activity and appropriated the funds for that
activity; or

“(B) although the funds were not formally requested, the
Congress both specifically authorized the appropriation of
the funds for the activity and appropriated the funds for
the activity.”.

(b) The table of contents at the end of the first section of such Act
is amerg%eid by inserting the following after the item relating to
section :

“Sec. 502. Funding of intelligence activities.”.
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99 STAT. 1006 : PUBLIC LAW 99-169—DEC. 4, 1985

50 USC 414 note. ~ (c) The amendment made by section 401(a) of this Act shall not
apply with respect to funds appropriated to the Director of Central

Intelligence under the heading “ENHANCED SECURITY COUNTER-

’ MEASURES CAPABILITIES” in the Supplemental Appropriations Act,
Ante, p. 293 1985 (Public Law 99-88).

COUNTERINTELLIGENCE CAPABILITIES IMPROVEMENTS REPORT

SEC. 402. (a) Within one hundred and twenty days after the date of -

enactment of this Act, the President shall submit to the Permanent \
- Select Committee on Intelligence of the House of Representatives

and the Select Committee on Intelligence of the Senate a report on
the capabilities, programs, and policies of the United States to
protect against, detect, monitor, counter, and limit intelligence
activities by foreign powers, within and outside the United States,
directed at United States Government activities or information,
including plans for improvements which presently are within the
authority of the executive branch to effectuate, and recommenda-
tions for improvements which would require legislation to effec-
tuate. :

(b) The report described in subsection (a) of this section shall be
exempt from any requirement for publication or disclosure.

NOTICE TO CONGRESS OF CERTAIN TRANSFERS OF DEFENSE ARTICLES
'AND DEFENSE SERVICES

Skc. 403. (a)(1) During fiscal year 1986, the transfer of a defense
article or defense service exceeding $1,000,000 in value by an intel-
ligence agency to a recipient outside that agency shall be considered
a significant anticipated intelligence activity for the purpose of

50 USC 413. section 501 of the National Security Act of 1947. o '

(2) Paragraph (1) does not apply if— :

(A) the transfer is being made to a department, agency, or
other entity of the United States (so long as there will not be a
subsequent retransfer of the defense articles or defense services
outside the United States Government in conjunction with an
intelligence or intelligence-related activity); or

(B) the transfer—
(i) is being made pursuant to authorities contained in
22 USC 2311. part II of the Foreign Assistance Act of 1961, the Arms
22 USC 2751 Export Control Act, title 10 of the United States Code
note. (including a law enacted pursuant to section 7307(bX1) of
Ante, p. 204. that title), or the Federal Property and Administrative
40 USC 471 note. Services Act of 1949, and

(i) is not being made in conjunction with an intelligence
or intelligence-related activity.

(3) An intelligence agency may not transfer any defense articles or
defense services outside the agency in conjunction with any intel-
ligence or intelligence-related activity for which funds were denied
by the Congress.

(b) As used in this section—

(1) the term “intelligence agency” means any department,
agency, or other entity of the United States involved in intel-
ligence or intelligence-related activities;

(2) the terms “defense articles” and “defense services” mean
the items on the United States Munitions List pursuant to

élongte,zé)f. 156, section 38 of the Arms Export Control Act (22 CFR part 121);
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PUBLIC LAW 99-169—DEC. 4, 1985 99 STAT. 1007

(3) the term “transfer’ means—
(A) in the case of defense articles, the transfer of posses-
sion of those articles, and
(B) in the case of defense services, the provision of those
services; and
(4) the term “value” means—
(A) in the case of defense articles, the greater of—

(1) the original acquisition cost to the United States
Government, plus the cost of improvements or other
modifications made by or on behalf of the Government;
or

(ii) the replacement cost; and

(B) in the case of defense services, the full cost to the
Government of providing the services.

TITLE V—GENERAL PROVISIONS

AUTHORITY FOR THE CONDUCT OF INTELLIGENCE ACTIVITIES

SEec. 501. The authorization of appropriations by this Act shall not
be deemed to constitute authority for the conduct of any intelligence
activity which is not otherwise authorized by the Constitution or
laws of the United States.

INCREASES IN EMPLOYEE COMPENSATION AND BENEFITS AUTHORIZED BY
. LAW

Sec. 502. Appropriations authorized by this Act for salary, pay,
retirement, and other benefits for Federal employees may be in-
creased by such additional or supplemental amounts as may be
geclessary for increases in such compensation or benefits authorized

y law.

TITLE VI—FACILITATING NATURALIZATION OF CERTAIN
FOREIGN INTELLIGENCE SOURCES

IMMIGRATION AND NATIONALITY ACT AMENDMENT

Skc. 601. Section 316 of the Immigration and Nationality Act (8
U.S.C. 1427) is amended by adding at the end thereof the following
new subsection:
“(gX1) Whenever the Director of Central Intelligence, the Attor- Aliens.
ney General and the Commissioner of Immigration determine that a
petitioner otherwise eligible for naturalization has made an extraor-
dinary contribution to the national security of the United States or
to the conduct of United States intelligence activities, the petitioner
may be naturalized without regard to the residence and physical
presence requirements of this section, or to the prohibitions of
section 313 of this Act, and no residence within the jurisdiction of 8 USC 1424.
the court shall be required: Provided, That the petitioner has
continuously resided in the United States for at least one year prior
to naturalization: Provided further, That the provisions of this
subsection shall not apply to any alien described in subparagraphs
(A) through (D) of paragraph 243(hX2) of this Act. 8 USC 1253.
“(2) A petition for naturalization may be filed pursuant to this
subsection in any district court of the United States, without regard
to the residence of the petitioner. Proceedings under this subsection
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99 STAT. 1008 - PUBLIC LAW 99-169—DEC. 4, 1985

shall be conducted in a manner consistent with the protection of
intelligence sources, methods and activities.

“(3) The number of aliens naturalized pursuant to this subsection
in any fiscal year shall not exceed five. The Director of Central
Intelligence shall inform the Select Committee on Intelligence and
the Committee on the Judiciary of the Senate and the Permanent
Select Committee on Intelligence and the Committee on the Ju-
diciary of the House of Representatives within a reasonable time
pr{)or to the filing of each petition under the provisions of this
subsection.”. :

~ TITLE VII—ADMINISTRATIVE PROVISIONS

USE OF PROCEEDS FROM DEFENSE DEPARTMENT COUNTERINTELLIGENCE
OPERATIONS

Skc. 701. (a) During fiscal year 1986, the Secretary of Defense may

authorize, without regard to the provisions of section 3302 of title 31,

98 Stat. 1152. United States Code, use of proceeds from counterintelligence oper-
ations conducted by components of the Military Departments to
offset necessary and reasonable expenses, not otherwise prohibited
by law, incurred in such operations, if use of appropriated funds to
meet such expenses would not be practicable.

(b) As soon as the net proceeds from such counterintelligence
operations are no longer necessary for the conduct of those oper-
ations, such proceeds shall be deposited into the Treasury as mis-
cellaneous receipts.

(c) The Secretary of Defense shall establish policies and proce-
dures to govern acquisition, use, rhanagement and disposition of
proceeds from counterintelligence operations conducted by compo-
nents of the Military Departments, including effective internal
systems of accounting and administrative controls. .

RETIREMENT BENEFITS FOR CERTAIN CENTRAL INTELLIGENCE AGENCY
EMPLOYEES SERVING IN UNHEALTHFUL AREAS

Sec. 702. Section 251 of the Central Intelligence Agency Retire-
ment Act of 1964 for Certain Employees (50 U.S.C. 403 note) is
amended by inserting “(a)” after “Skc. 251.” and by adding at the
end thereof the following new subsection: .
“(b) The Director of Central Intelligence may from time to time i
establish, in consultation with the Secretary of State, a list of places f
outside the United States which by reason of climatic or other
extreme conditions are to be classed as unhealthful posts. Each year
of duty at such posts, inclusive of regular leaves of absence, shall be
counted as one and a half years in computing the length of service of L
a participant under this Act for the 1purpose of retirement, frac-
tional months being considered as full months in computing such )
service. No extra credit for service at such unhealthful posts shall be
credited to any participant who is paid a differential under section !
5925 or 5928 of title 5, United States Code, for such service.”.

TITLE VIII—ACCESS TO CRIMINAL HISTORY RECORDS FOR
NATIONAL SECURITY PURPOSES

Skc. 801. (a) Part III of title 5, United States Code, is amended
by adding after chapter 89 the following new subpart:
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PUBLIC LAW 99-169—DEC. 4, 1985 99 STAT. 1009

“Subpart H—Access to Criminal History Record Information

“CHAPTER 91—ACCESS TO CRIMINAL HISTORY
RECORDS FOR NATIONAL SECURITY PURPOSES

“Sec.
“9101. Criminal history record information for national security purposes.

“§ 9101. Criminal history record information for national security 5 USC 9101.
purposes

“(a) As used in this section: Law

“(1) The term ‘criminal justice agency’ includes Federal, enforcement.
State, and local agencies and means: (A) courts, or (B) a Govern- State and lgscal
ment agency or any subunit thereof which performs the 8°vernments.
administration of criminal justice pursuant to a statute or
Executive order, and which allocates a substantial part of its
annual budget to the administration of criminal justice.

“(2) The term ‘criminal history record information’ means
information collected by criminal justice agencies on individuals
consisting of identifiable descriptions and notations of arrests,
indictments, informations, or other formal criminal charges,
and any disposition arising therefrom, sentencing, correction
supervision, and release. The term does not include identifica-
tion information such as fingerprint records to the extent that
such information does not indicate involvement of the individ-
ual in the criminal justice system. The term does not include
those records of a State or locality sealed pursuant to law from
access by State and local criminal justice agencies of that State
or locality.

“(3) The term ‘classified information’ means information or
material designated pursuant to the provisions of a statute or
Executive order as requiring protection against unauthorized
disclosure for reasons of national security.

“(4) The term ‘State’ means any of the several States, the
District of Columbia, the Commonwealth of Puerto Rico, the
Northern Mariana Islands, Guam, the Virgin Islands, American
Samoa, the Trust Territory of the Pacific Islands, and any other
territory or possession of the United States.

“(5) The term ‘local’ and ‘locality’ means any local govern-
ment authority or agency or component thereof within a State
having jurisdiction over matters at a county, municipal, or
other local government level.

“(bX1) Upon request by the Department of Defense, the Office of
Personnel Management, or the Central Intelligence Agency, crimi-
nal justice agencies shall make available criminal history record
information regarding individuals under investigation by such
department, office or agency for the purpose of determining eligi-
bility for (A) access to classified information or (B) assignment to or
retention in sensitive national security duties. Such a request to a
State central criminal history record repository shall be accom-
panied by the fingerprints of the individual who is the subject of the
request if required by State law and if the repository uses the
fingerprints in an automated fingerprint identification system. Fees,
if any, charged for providing criminal history record information
pursuant to this subsection shall not exceed the reasonable cost of
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providing such information, nor shall they in any event exceed those
- charged to State or local agencies other than criminal justice agen-
. cies for such information.
“(2) This subsection shall apply notwithstanding any other provi- ,
sion of law or regulation of any State or of any locality within a ‘
: . State, or any other law of the United States. : A
Claims. “(3XA) Upon request by .a State or locality, the Department of
Defense, the Office of Personnel Management, or the Central Intel-
ligence Agency shall enter into an agreement with such State or
locality to indemnify and hold harmless such State or locality, and
- its officers, employees and agents, from any claim against such State
or locality, or its officer, employee or agent, for damages, costs and
other monetary loss, whether or not suit is instituted, arising from
the disclosure or use by such department, office or agency of crimi-
nal history record information obtained from the State or locality
pursuant to this subsection, if the laws of such State or locality, as of
- the date of enactment of this section, otherwise have the effect of I
prohibiting the disclosure of such criminal history record informa- :
tion to such department, office, or agency.

“(B) When the Department of Defense, the Office of Personnel
Management, or the Central Intelligence Agency and a State or
locality have entered into an agreement describet{ in subparagraph
(A), and a claim described in such subparagraph is made against !
such State or locality, or its officer, employee, or agent, the State or i
locality shall expeditiously transmit notice of such claim to the
Attorney General and to the United States Attorney of the district
embracing the place wherein the claim is made, and the United
States shall have the opportunity to make all determinations \
regarding the settlement or defense of such claim. .

‘(©) The Department of Defense, the Office of Personnel Manage-
ment, or the Central Intelligence Agency shall not obtain criminal ‘
history record information pursuant to this section unless it has '
received written consent from the individual under investigation for
the release of such information for the purposes set forth in para-
graph (b)(1).

“(d) Criminal history record information received under this sec-
tion shall be disclosed or used only for the purposes set forth in
paragraph (b)(1) or for national security or criminal justice purposes
authorized by law, and such information shall be made available to
the individual who is the subject of such information upon request.”.

- (b) The table of contents of part III of title 5, United States Code is
amended by adding at the end thereof:

“Subpart H—Access to Criminal History Record Information
“9]. Access to Criminal History Records for National Security Purposes ....... 9101.”.

Effective date. Skc. 802. The amendments made by section 801(a) of this Act shall
5USC 9101 note.  become effective with respect to any inquiry which begins after the
- date of enactment of this Act conducted by the Department of

Defense, the Office of Personnel Management, or the Central Intel-

ligence Agency, for the purposes specified in paragraph (bX1) of

Ante, p. 1009. section 9101 of title 5, United States Code, as added by this Act.
Report. Sec. 803. (a) Within two years after the date of enactment of this
5 USC 9101 note. - Act, the Department of Justice, after consultation with the Depart-
ment of Defense, the Office of Personnel Management, and the

-Central Intelligence Agency, shall report to the appropriate commit- .

tees of the Congress concerning the effect of section 9101(bX3) of title |

AL e
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5, United States Code, as added by this Act, including the effect of Ante, p. 1009.
the absence of indemnification agreements upon States and local-
ities not eligible under section 9101(bX3) of title 5, United States

Code, for such agreements.
(b) Three years after the date of enactment of this Act, section Termination
9101(bX3) of title 5, United States Code, shall expire. jatfv 1009
nte, p. 9.

Approved December 4, 1985.

LEGISLATIVE HISTORY—H.R. 2419 (S. 1271):

HOUSE REPORTS: No. 99-106, Pt. 1 (Comm. on Intelligence), Pt. Il (Comm. on Armed
Services) and No. 99-373 (Comm. on Conference).
SENATE REPORTS: No. 99-79 accompanying S. 1271 (Comm. on Intelligence) and No.
99-136 accompanying g 1271 (Comm. on Armed Services and
mm. on Governmental Affairs).
CONGRESSIONAL RECORD, Vol. 131 (1985):
dJuly 18, considered and passed House.
Sept. 26, considered and passed Senate, amended, in lieu of S. 1271.
Nov. 19, House agreed to conference report.
Nov. 21, Senate agreed to conference report.
WEEKLY COMPILATION OF PRESIDENTIAL DOCUMENTS, Vol. 21, No. 49 (1985):
Dec. 4, 1985, Presidential statement.
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OLL85-3617
21 November 1985

MEMORDANDUM FOR: See Distribution

FROM: STAT

Chief, Legislation Division
Office of Legislative Liaison

SUBJECT: Enrolled Bill Letter on FY-86 Intelligence
Authorization Act

1. Attached for your review and comment is an enrolled
bill letter on H.R. 2419, the FY-86 Intelligence Authorization
Act, setting forth the Director of Central Intelligence's (DCI)
views on this legislation. While several reservations are
expressed in the letter concerning certain of the provisions
contained in the bill, the DCI recommends the President's
approval of this legislation and has attached a short signing
statement for the President's use in this regard.

2. Given the fact that the House has already approved the
Conference Report on H.R. 2419 and the Senate is expected to do
so sometime today, the Office of Management and Budget has
requested our views on the bill no later than noon Monday,

25 November 1985. For this reason, I would appreciate
receiving your views on the attached letter no later than the
close of business, Friday, 22 November 1985. Your cooperation
is very much appreciated.

STAT

Attachment
as stated
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Original - OLL/LEG/Subject: Intelligence Authorization
1 - SWH/Signer

1l - Director, Office of Security

1 - Director, Office of Personnel

1 - Inspector General

1l - Office of Comptroller

1l - Office of General Counsel

1l - DDI

1 - DDO

1 - DDS&T

1 - DDA

1 - Executive Registry

1 - C/Liaison/OLL

1 - D/OLL

1 - DD/OLL

1 - OLL Chrono

1l - IC Staff (Sharon Bartos)

1 - NSC (Ken deGraffenreid)

1 - NSA STAT
1 - NSC a ince Cannistraro)

1 - white House (Paul Thompson)

1 - State Department (Geoffrey Levitt)

1 - Department of Justice (Jack Perkins)

1l - FBI (Emil Moschella)

1l - DOD (Mike Cifrino)

1 - DEA (Richard Schultz)

1 - DIA | | STAT
1 - Department of the Army (Robert Winchester)

1 - Department of the Navy (Lt. Rick Siemens)

OLL/LEG (21 November 1985) STAT
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Central Intelligence Agency

Washington. D.C. 20505

Mr. James C. Miller, III
Director

Office of Management and Budget
Washington, D.C. 20503

Dear Mr. Miller:

This is in response to your reguest for the views of the
Director of Central Intelligence on enrolled bill H.R. 2419, the
Intelligence Authorization Act for Fiscal Year 1986. I recommend
Presidential approval of this legislation.

The provisions of this legislation which authorize
appropriations for funds for the conduct of intelligence and
intelligence-related activities represent the joint efforts of
the House and Senate Intelligence and Armed Services Committees,
and the departments and agencies of the intelligence community
to assure proper funding for such activities. The authorizations
of appropriations of funds for fiscal year 1986 contained in the
bill are generally in accordance with the proposals provided to
Congress in the President's program.

In addition to authorizing appropriations, the bill
provides new authorities for the Central Intelligence Agency
(CIA), the Department of Defense (DOD) and the Office of
Personnel Management (OPM). With respect to CIA, the bill
provides authority for the expeditious naturalization of certain
individuals who have made significant contributions to the
national intelligence mission or to the national security. The
Conferees added two important conditions to the original
Administration proposal in this regard. First, the provision
now requires a one-year "waiting" period of residence in the
United States before an individual can become eligible for such
expedited naturalization. Second, four categories of individuals
(i.e., persecutors and criminals) are specifically precluded
from receiving this benefit.

In addition, the bill provides an extra retirement credit in
lieu of a post differential to CIA employees participating in
the Central Intelligence Agency Retirement Disability System
(CIARDS) who serve overseas in posts determined to be
"unhealthful". The bill also provides CIA, DOD, and OPM with
improved access to state and local criminal history record
information regarding individuals who are being investigated for
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access to classified information or assignment to sensitive
national security duties. This provision includes an
indemnification section which requires the Federal Government to
indemnify the states for any claim rising from the disclosure or
use of this criminal record information by the DOD, CIA or OPM.
A three-year "sunset" provision was attached to this
indemnification section which will permit Congress to review

it at the end of this period, or before, and decide whether to
retain, expand, or delete it from the legislation. This
proposal also contains several requirements for the Executive
branch to report to the Congress over the course of the next few
years on the impact of this legislation on the Federal
Government.

In addition to the above authority, the bill also authorizes
DOD to "recycle" funds obtained from its counterintelligence
operations to meet the necessary expenses of such operations.
This authority is provided, however, only during fiscal year
1986. The bill also authorizes the expenditure of no more than
$75 million for the design and construction of a research and
engineering facility at NSA ‘headquarters, with no more than
$25 million being authorized for expenditure during fiscal year
1986. Funding also is provided in the amount of $50 million for
FBI counterterrorism activities.

Also included in the bill are several provisions not
originally submitted by the Administration which the Agency does
not fully endorsg, but which, in our view, should not prevent
Presidential approval of the bill. Section 401 permanently
codifies in the National Security Act of 1947, a provision
restricting the ways in which intelligence funds can be
transferred or reprogrammed. A similar provision has been
included as part of past authorization acts. This year the
Conferees decided to enact this provision with minor
modifications into permanent law. While the Agency would have
preferred this provision remain a part of the annual
authorization act process where it more easily could be amended
and refined to meet changing circumstances, the provision as
enacted does not alter Agency transfer or reprogramming practice
and thus is not objectionable.

The bill also contains a provision requiring prior
notification of the Intelligence Committees of any transfer by
an intelligence agency of a defense article or service worth
more than $1 million. This provision originally had been
included in the House Permanent Select Committee on
Intelligence's version of H.R. 2419 as a permanent part of the
National Security Act of 1947. The Conferees' decision not to
enact this section into permanent law, but only to include it on
a one-year trial basis in this year's authorization act,
provides the Executive branch and oversight committees with an

2
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opportunity to work toward an agreement on more comprehensive
and less formal covert action reporting procedures, thus
hopefully eliminating the need for this statutory provision in
one year's time. Given the limited duration of this provision
and the hope expressed in the Conference Report that procedures
can be agreed to during this time, the Agency does not object to
this provision.

The bill also requires that the President provide the
Intelligence Committees with a report within 120 days of
enactment of the bill on the vulnerabilities of confidential
U.S. Government activities abroad. The Conference Report on
this section indicates that the President is to submit an
interim report within 60 days on this same subject, which
submission will coincide with the issuance of a related report
by the Senate Select Committee on Intelligence to the Senate.
While the Agency believes that the timeframe for preparing this
report is unduly short, it is prepared to comply with this
request and does not believe that its concern with the time
provided to prepare the report should prevent Presidential
approval of the bill.

Finally, the bill authorizes certain intelligence agency
activities in Nicaragua. While the amended version of section
105 agreed to by the Conferees is more limited in the support
that it authorizes to be provided to the Nicaragua democratic
resistance than the Administration would have desired, this
provision does enjoy clear bipartisan support and meets the
immediate intelligence needs of the United States. For this
reason, the Agency does not object to this provision of the
bill.

Despite my reservations concerning certain of the provisions
in the bill, I believe on the whole that this legislation
represents a positive step toward fulfilling our commitment to
enhancing our nation's intelligence capabilities. I thus
recommend approval of this legislation and have enclosed a short
signing statement for the President's use.

Sincerely,

John N. McMahon
Acting Director of Central Intelligence

Enclosure

Sanitized Copy Approved for Release 2011/03/02 : CIA-RDP87B00858R000300370009-4



Sanitized Copy Approved for Release 2011/03/02 : CIA-RDP87B00858R000300370009-4

INTELLIGENCE AUTHORIZATION ACT FOR FY-1986

I am pleased to sign into law H.R. 2419, the Intelligence
Authorization Act for 1986. This act constitutes another
positive step in our continuing efforts to revitalize our
nation's intelligence capabilities. It is essential that we
authorize sufficient appropriations and provide adequate
authorities to enable our intelligence agencies to effectively
undertake their vital mission. With this act, Congress has
provided the basis for ensuring that the intelligence community
is equipped to deal with the increasingly complex and diverse

challenges facing it.

I am disappointed with one provision of the bill and the
undue restrictions that it places on this government's ability
to effectively deal with the situation in Nicaragua and further
important United States policy objectives in this area. This
provision unnecessarily limits our ability to support the
democratic forces in Nicaragua and impairs our efforts to
moderate Sandinista behavior. Despite my disappointment with
this provision, I believe, on the whole, that this legislation
represents a positive step toward fulfilling our commitment to

strengthen our intelligence capabilities.
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